DRAFT

Resource Adequacy Steering Committee Meeting

June 27, 2007 – 10:00 a.m. to 3:00 p.m.

Notes
PARTICIPANTS:  Tom Karier, Wally Gibson and John Fazio (NWPCC) Paul Norman, Mary Johannis and Lynn Baker (BPA), Dick Adams (PNUCC), Ted Coates (Tacoma), Phillip Popoff and Villamor Gamponia (PSE), Clint Kalich (Avista), Jeff Atkinson (Grant PUD), Tom Haymaker (PNGC), Karl Bokenkamp (IPC), Steve Weiss (NW Energy Coalition), Dana Reedy, Don Badley and Gerald Keenan (NWPP)
PHONE PARTICIPANTS: Dave LeVee (PwrCast), Howard Schwartz (WA CTED), Brian Kuehne (PGE) and Mark Ohrenschall (Clearing Up)
I Introductions

Tom Karier announced that Jim Kempton will be taking over for him as co-chair of the Steering Committee.  Paul Norman noted that the first resource adequacy assessment for the PNW Region, which is a major topic of this meeting, represents a major milestone for the PNW Resource Adequacy Forum.
II Draft 3-Year and 5-Year Resource Adequacy Assessments
John Fazio presented a PowerPoint summarizing the Council’s first resource adequacy assessment.  This presentation provided a review of the energy and capacity adequacy metrics and targets, which are derived from Loss-of-Load Probability (LOLP) studies and a 5% target.  He emphasized that the capacity metric is in the form of capacity available over a sustained peaking period, which is an artifact of the hydro-dominated power system in the PNW.
Steve Weiss raised the issue that the definition of threshold events defining capacity and energy misses is critical to the resource adequacy assessment.  He suggested that an asterisk be added to the assessment indicating work is ongoing and may change the LOLP study results, which is the linchpin for the assessments.  Tom pointed out that the magnitude of surpluses in the assessment suggests that the conclusions are unlikely to change even with a different definition of thresholds.  
The Council’s top-down energy assessment has been compared with PNUCC’s bottom-up assessment and the BPA White Book.  These comparisons have already yielded benefits in terms of data quality control.  John indicated data checking is continuing, so the assessment is still in draft form.  John compared and contrasted the different data collection methods, assumptions and philosophies associated with these three assessments.  Thus, it is understandable that the results of the assessments would be different.   

A comparison of forecasted loads for 2010 yields about a 1000 aMW difference between the Council’s and BPA’s forecasts with PNUCC’s forecast in the middle.  The assumption regarding DSI loads explains part of the difference.  In addition, the Council’s operating year is September through August; whereas, PNUCC’s and BPA’s operating year is August through July.  There may also be an issue with differing treatment of trasnmission losses.   Action Item:  John will look at its spread in load forecasts and investigate the differences in the three load forecasts.  Tom expressed surprise that the Council’s regional load forecast compared to a sum of the utility load forecasts is as close as it is.  In response to a suggestion to show a range of forecasted loads, John pointed out that the LOLP model uses a range of loads associated with the GENESYS picks of hydro generation under different weather conditions to evaluate adequacy.  
One of the key differences on the resource side is the energy assumed to be available from gas-fired resources.  The Council counts the full availability of gas-fired resources; whereas, utilities may report the expected operation of these plants to PNUCC.  Paul asked whether gas supply assumptions might influence the difference in gas-fired resource availability.  John responded that the Council’s gas committee confirmed natural gas availability during heat wave and cold snap events.  Action Item:  John will check back with the Council’s gas committee to verify the assumption of full availability of natural gas supplies for power generation.  Karl Bokenkamp asked whether gas-fired resource availability has been decremented for other reasons.  John explained that the energy availability is reduced to reflect maintenance and assumed forced outages.  Action Item:  Additional work to reconcile differences in these assessments is needed.
There was quite a bit of discussion regarding the conclusion of these assessments.  Both BPA and PNUCC’s assessments point to the need for utilities to secure more firm resources; whereas, the Council’s assessment indicates that the region is not in a red light situation for resource adequacy,  
III Messages from Regional Resource Adequacy Assessments
Tom reviewed a one-pager developed by the Council and BPA, which provides the following messages from these assessments:

· The Region is not in danger of blackouts in the next three to five years;
· The Region may experience high and volatile prices;
· The Council’s 5th Power Plan calls for development of conservation and renewable resources.  Many of the region’s utilities are acquiring resources to meet state mandates such as renewable portfolio standards (RPS) and developing conservation, which is consistent with the 5th Power Plan.   
· The acquisition efforts on the part of individual utilities should be focussed on achieving an appropriate balance between firm resources and market resources consistent with their risk mitigation strategies.  Such efforts are all important to ensuring the region of an adequate, efficient, economic, and reliable power supply.
The following bullets indicate the feedback received and suggestions for changes on the messages:

· The message needs to state that some acquisition of resources is directly the result of renewable portfolio standards more than to meet needs under a resource adequacy standard.  Gary Keenan mentioned that not all resources contribute equally to reliability-- e.g. wind capacity contributes little to satisfying the capacity adequacy standard.

· Steve Weiss suggested utilities may also be acquiring resources due to transmission constraints.  Karl indicated this is the case for Idaho Power.  
· Clint Kalich stated that a utility’s diversity of resources may be more important to reducing the price and volatility of resources rather than securing all, or most, resources through long-term contracts.  
· Howard Schwartz suggested changing the Q&A’s language to emphasize that a utility’s specific circumstances will drive their acquisition strategies  He also suggested the message explicitly state that the forecasted loads and resources of the three assessments are fairly close.   

· Dick Adams suggested that the message needs to recognize the different perceptions regarding reliance on the market in the three assessments.  The physical adequacy assessment recognizes significant market depth.  However, individual utilities may not wish to place significant reliance on the market for their long-term needs.   Howard suggested the different assessments have different philosphies, only part of which is reflected in the market assumptions.

· Clint pointed out that the Council’s assessment is the only true physical reliability assessment; the other assessments also incorporate risk and price considerations.
Action Item:  Tom, Paul and Dick will fine-tune the message based on the discussion at today’s meeting.
IV Relationship of Regional Standards to Utility Planning
John presented a PowerPoint, which consists of a recommendation from the Technical Committee to the Steering Committee for a simple “rule-of-thumb” approach for evaluating whether individual utility resource planning approaches are aligned with the regional standards.  Mary Johannis emphasized that this approach does not provide guidance to utilities for their resource planning; rather it just provides a threshold analysis whether the utility’s reliance on non-firm or uncommitted resources is consistent with the regional capacity and energy adequacy standards.
Tom suggested this method is really only applicable to the situation when the Region is in the “red” zone because, by definition, if the Region is in the “green” all utilities should be physically adequate with the exception of those that cannot access generation due to transmission constraints.  Paul said that the approach also needs to answer the question, how can the regional standard inform utilities’ resource planning?  Utilities may want to assess whether they are meeting the regional standards in their IRPs.  Mary said that more work is needed if the Forum wants to assist individual utilities in identifying their particular capacity targets.  The 25% and 19% targets are regional targets, but the individual utility numbers are likely to be different based on the weather characteristics in their geographic footprint, the amount of temperature-sensitive load, the hydro-thermal mix of the utility, etc.  Howard suggested that some utilities might be able to perform LOLP analysis on their own utilities, but others may need additional help.  Tom indicated that utility guidance with respect to an economic standard might be more useful because it might be more aligned with utility cost/risk mitigation strategies.   
Karl said that the most value to this approach might consist of allowing individual utilities to gauge how much they are depending on market resources compared to other utilities.  Steve Weiss pointed out that this approach might result in self-regulating actions if utilities see too much dependence on the market in aggregate.  Most participants appeared to support the Technical Committee’s recommended approach to linking the regional standards with utility resource planning.  Utility representatives did not appear to be worried that this approach would be an obstacle in their regulatory proceedings.

The messages associated with this utility-specific approach are also very important.   A drafting team consisting of Tom, Paul and Dick will develop draft messages.  Steve Weiss indicated his desire to participate in this effort.
V Status Reports
· Wind Data Analysis:  Clint stated that a consultant is being hired to review simulated and actual wind generation data, perform quality control work and assess whether the length and make-up of the data is sufficiently robust to assess wind capacity’s contribution to satisfying the capacity adequacy metric.  The consultant would assess wind capacity over the sustained peaking period during historical cold snap and heat wave events.  Clint suggested that the consultant may also want to look at seasonal correlations between wind generation and temperatures.
· Benchmarking Status:  John summarized his efforts in working with BPA staff and others to validate and calibrate the GENESYS model and associated data.  He indicated that this effort will not be done until December 2007, which will delay finalizing the capacity adequacy standard until after December.  However, a draft Economic Standard is likely to be ready for Steering Committee perusal by September.
· Capacity Metric Revision:  Mary described work BPA has completed, which points to the need to change the sustained peaking period for the capacity metric from the 10 consecutive hours over 5 day period to a six highest load hours per day over a 3 day period.  She also stated that evaluating hydro capacity under critical water and then analyzing hydro flexibility for a 1 in 20 temperature event results in a much more unlikely hydro condition than a 1 in 20 year event.  She suggested that hydro capacity should be evaluated under a 1 in 20 year combination hydro/temperature event.  A hydro subgroup has been formed under the Technical Committee to take up these issues. 
VI Next Meeting
The Committee decided to schedule meetings when needed to coincide with major milestone on the work plan.  Since John indicated that finalizing the capacity adequacy methodology is likely to slip until after December, the Steering Committee will defer that topic, but look at a draft Economic Standard methodology in September.  Therefore, the committee decided to schedule the next meeting on Thursday, September 6, 2007 from 10 a.m. to 3 p.m.
________________________________________
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